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We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

You-have asked the Divi-sion of Corp-oration Finance for no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS

Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule lOa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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Section 13 .andSeetión t6aud.Ro1e.1Oa4T

Ladies and.Get1emen

This iei ontain
iire1uestsfompiyreUefon

of Morgan

Stanley Smith Barney LW %45S1r and its twoiiltunate parents Morgan Stanley

and together with its affiliates other tban Holdings as defined

heIow MSSI3 antother direct and indirect auWidiaries of Kàkthigs the

Stanley Parties and Citigrop Inc Citigtoup and together with its affihiate other

than..Hoidbigs MSSfl andothcr4irtandindirect sidhiriesoffloldings the

tightflt Specificaily the purpose of this letter is to request that the Staff

the 1ff of the Division of Corporation Finance and the Division of Investment

Management the Seourities and Exchange Cuinnussion the Coinuussion or the

ki recômienr.1tüthe COmm kin that.it take

enforcement action aganist MSSB the Morgan Stanley Parties or die Citigroup Parties

un4erSection 13 and Seetii 1fthe ecuntiesixehangpAct of 1934 the

Uk
Co.ty

sthseussedfurther below the busmeae tag conflted pheJQm$ ventures will

inoiüdeertain non4J$.affihiateswjiich will beseparatesubsidiariesof Holdings as

defined bclo For purposes of this discussion MSSJ3 will include Holdings and uch

affiliates notwithstandmg the thet that uth affiliates techmcnlly will he separate

subshttaiies of Holdings

Lp

nIIdt1fl1 Tr efl5qc4iv MSSI3 iStanl M4Ct1rtnp 001
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and Ruló lOa-3T thereüæder ifMSSI3 the Morgan Stanley Parties aædth

CitIgroup Partis..tem.po y.rpon.posiiionson.thebasls described be.low

To prvide.you h..iecessaybackgrcind aii 1ofthisiett provides

summary of the part1es respective repotting obligations asidthe rehel requested Part LI

providÆ an overnew of the lbrmatton and stnicture of MSSB lart 111 provides

discussion of the management and stzcture of MSSB expected to be in place on the

olosrng of the transaction Part IV provides tempotary proposal for monitorIng and

reponmg under Sections 13 and 16 and on form SLI assuming the requested relief front

the Staff is granted and stunmarizes the intentions tot such monitormg and reporting

after the period fo requested relief has passed .Part.Vprovidesa.rationale.forthe

requested relIef

QvewaruiredReportinEa1td Requested Relief

qunedbprMgA gal Dy Oa AbsetaRebçf

As thscnsed more fully ni tius letter Morgan Stanley and Citigoup wilt ilutiatly

indireciiy own 51% and 49% respectively of MSSI3 and each will have certain board

representation and other rlghtL As result each of Morgan Stanley and Citigroup

believes that under Section 13 and Section 16 as of Legal Day One defined below
and absent relief it would be required to either

aggregate securities beneficially owned by
it with securitiCs bneficia1ly owned by afl of MSSB or to implement appropriate

inibrmatro barriers to allow it to disaggregate from MSSB for these purposes in
accordance with the Csthsagregation guidance in its Re1ease No 343953g January

12 1998 including The use of in1rinatton barriers the 1isggreganon Guidance
Absent reliel rn LesUay One MSSB would be required to separately repoif the

securities it beneficiat1yowa AIooir Legal Dity One allseait rehe iicbof

Morgan Stanley Citigroup and MB wDuld be required to report on Forms 13P and SB

2We note that in ai anceshØreMSSB may have rportingreqiilrernentItmiy

report jointly with one or more of its parents

3lah of Morgan Stanley and Citigroup currently tiLes one Form 13F and one form SB

report for all of its affiliated entities

eTtRIbMssaMsi dCitioup- 002
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.oition with peGtto$curities Ove which .i.ispectLvely has investment discretion

or In which it has reportable short position ot ngaes in reportable short transaction

or iiMorgan Stanley would be required to aggregate and feportsecwuea over which it

has fttvestment discretion or in which it has portab1e sbort position or engages in

reportable short transaction with all securities over which MSSI3 investment

discretion or in which it has reportable short position or engages in reportable short

transaction ad Crugroup would report separately only the securities over which it has

rnvestment discretion or in which it has reportable short position or engages in

rertnble.short t1ansaction

Rquestrrl Relief- Legal Dcy One Through the Applicable RehefPerwd
a.s dtrn ted beloi

The parties request relief such that with respect to the Morgan Stanley Parties

and the Citigroup Parties until the earlier ofl the date on winch Morgan Stanley or

Citigroup as the case may be can disaggregate its pdsition inon4onng or reporting from
or aggregate its pOStton inonitormg and reporting With MSSi3 in each case consistent

with the
reporting method described in Part below or September 3O 2009 and

with respect to MSB until the earlier ofI the date on which each Morgan Stanley

and Citigroup can disggregate its position monitoring and
reporting from MSSI3 or

September 302009 in each case such period is referred to as the appliabk Relief

bnoCfor sech party fir purposes of Section 13 and Section 16 reporting

Tle Morgan Stanley Parties will aggregate and report th suns they

beneflually own outside MS13 with the ecurthes thaUhey would be deemed to

beneficially own within the MS Channel as defined below nd may echide
the securities that they would be deemed to beneficially own within the SB
Channel defined beow
The Citigroup Parties wilt aggregate and report the secunties they beneficially

own outside MSST3 with the securities that they would be deemed to beneficial ly

Own within the SB Channel and may exclude the securities that they would be

to beneficially awn within the MS Channel and

...SSB will npt.sepa.tóly report securities beneficially owned.hy it

The parties also request relief under which until the end of the applicable Relief Periad
fo purposesofFonns t1land SH

The Morgan Stanley Patties will mclude the securifie over which they have

revestinent discretion or in which they have repoththleshort position orengage
in reportable ShQtt sale with the securities over which the MS Channel has

nwestment discretion or in which it has reportable short position or engages in

.arepattable short sal and may exclude the securities ovei bcb ti

Mde UP
by MS5I3 Mrgau Stjii andcimp

M730282lGI3
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Channel oriæwhkh it has a.reportahlŁ short positbn
engages in teporiable short a1e

The Citigroup Partie.will include The secür1tiis over which they have

rnvetment dieretjo or in which they have reportable short position or engage
in arortable jp sale with the sectuities over which J3.p
investment dscretien orin shtch it has reportable short position or engages in

areportable short sale and may ecelude the securities over which the MS
Channel has uwestinent discretion or in which it has reportable short position

or engages in reportable abort te and

MSS sult iake
noticeiTha$s indicata that securities over which baa

invstinent diseretiott or lit which it has reportable shtwt pes1on oP engagea lb

reportable shott sale arc nituded in reports by the Morgan stanley Parties and

tCiligroup P5j

Duringthe Citigroup Parties Relief Period the securities theSE
Channel will be reported by the Citigroup Parties During such Relief Period the

Citigmup Parties will include legend on their Form 13F reports and Form SF1 reports to

indicate that inch reports include secuntues lick by lIe SB Channel During the

Cmgroup Parties Post-Relief Period as defined below the Citigroup Parties ii not

report for either the SB Channel or MSSB

During the Morgan Stanley Parties Relief Period the securitieS hell by the MS
Channel will be reported by the Morgan Stanley PartleL furmg such Relief Period the

Morgan Stanley Pattlewill include legend on their Form 13P reports and orni Sfl

reports to indleate that such rpsmnehid held by TheM ii

During the.Morgan StanleParties Post-ReliefPetiod the securities held.by
MSSJ3 ma be reported by the Morgan Stanley Parties in huch casethe Morgan Stanley
Parties will include legend on their Form 1M

reports and Form 511 reports to indicate

that such reports include securities 114 by MSSB Under such ctrcumstances MSSB
will Submit nbtic reports to state that MSSBs reportable securities are included on the

Morgan Stanley Parties Form l1psand Porn SH reports as applicable

Altenvclydurtng the Mngan Stanley Parties PostReltef Period the iecurrtics held

by MSSB may be repOrted by MSS13

Therefore nlatcr than October 12009 the Cutugroup Parties will not report
on.either Form 13Por FOrm SF1 any securIiieover which MSSB has investment

cutLU
nfidntiaI INatment Requested by MSIIt Mrgiei ieity -0Q43OS5
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dretion and either the Morgan Stanley Parties or MSSB will report on Form 3F
and Form SR all securities over which MSSB has investment discretion4 It is anticipated

that MSSB will be included as an other included manager on the Morgan Stanley Parties

Form 113F hodings r4porls and Form SR entries reports iad MSSR will continue to

make notice filings with
respect to both Form 13F and Form Sfl at some point during

calendar year 2010

Following the RebfPerwds

ollowmgthe applicable partya Relief Period withsiicbpeipdas it totha

applicable party inferred to as the 1ostEelief Period for purposeof Section 13 arid

Section 16 reporting

The..MoigaiiStanley Parti will eitherl aggegatIThc.t.iitiesthey

beneficially own outside MSSB with all sCeurities beneficitlIy owned by MSSB
or implement appropriate mformation barriers to allow them to disaggregate

from MSSB frthes purposes in accordance with the Disaggregation Quidance
The Citigroup Parties will implement appropriate rnformauon barriers to aiIos

thetu to disaggregate from MSSI in accordance with dz DisaggregatioriGund aceordmgly wit report only those seciitiestbey beneficially

own outside MSSB and

Where required MSSI3 will separately report the seenntie it benefIcially own
either in stand-alone filnig orajthit tilmg with the Morgan Stan Icy Parties

püiuahttoRü1e t3d1k or I.6j.aappiicable

With and SF1 either

The Morgan Stanley Partie the Citigroup Parties and MSSR will separately

report the securities over which they respectively have mvestnient discretion or

has reportable short position or engage in reportable shortiale or

The parties recognize that Form SR was adopted pursuant to temporar rule set to

expire on August 2009 and expect to follow similar approach with
respect to any

successor nile end/or form

5.Morga Stanley nctdly pcctsdisagregate.4ixm MSSBbutthe thoing forsuch

disagcs.ueerta

UP
Coiii1dcniTatrnnl Rcquned by MSSS MrgaiStankw imdCitigriup 005bh
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The Morgan.Stanky Ptieswillinelud in their reports the uri1sover which

thy hate ini tmentdlcretkin or in shih they have repottaWe short position

or engage ni reportable shott sale and all securities over which M8S13 has

investment hseretun or inwhieli it ha reportable short posltiqn orengages in

reportable short sate andwill include legend On the thnt page otsueb report

to indicateth afonnatioit regard hig includsdwthinaud th
CttlgToup Panics will report sepaiately only the tuities over whieh they hiwe

Investment discretion or in which they have reportable short poit1on or engage
reportable shortsale

In the case of the second of the two options above MSSB will make notice

filings to ind a1thatsecurrties aver which it has investment discretion or in

whIch it has at ttable gage$hi reportable short sale are

included in relts by ti Morgan StuntePartiŁs

Durnig the
parties applicable Rehe1Pmtbda and PotRelief Periods theitecunlies held

by the Channel wd the MS Channel will tall times be subject to 4reportmg

obligation by at least one of the Morgan Stanley Parties The Citagroup Parties and MSSI3

II Desctwtion of MSSB and the Transaction CreatbiE MSSB

MSSB is Deiaare muted liabih company formed on Febmary 2009 All

membership interests in MSSB are owned by Morgan Stanley Smith Barney Holdings
LLC aielaware.limited liabiiyornpJjjg

liolduigs and M8513 were brined pursuant to Joint Venture Contribution nd
Fotmaion Agreement dated as of Janeat 13 2009 the Cntnntitinjgre.ejnef by
and between Citigiaup and Morgan Stahley Pursuant to the Contribution Agreement and

subject to the eamplotaun of definitive flnutcd liability company agreement to be

entered into at the closing Citgropp and Morgan Stanley hav agreed to eortuibute

certaju..assets and businossestôM8SBThe COntrlbuted sies With

except1ons the Citigroup Contributed Businesses the Sl3 Channel include Cthgroup
retail brokerage and futures business operating under the name Smith Barney in the

United States and Australia and under th name Quiker in the United Kingdom Ireland

and the Channel Islands With certain eiueptions the Morgan Stanley Contributed

L3usinesses the and collectively with the SB Channel the iiatnci
include Morgan Stanleys Global Wealth Management business and it private wealth

management business rio vrtdwide basis In the Uithd States the Cdlgrriup

Contributed Btitmsses are conducted principally within Ciugroup OlthaI Markets Inc

____ Citigroup substdiaiy and the Morgan itanley Contributed Businesses are

conducted within Morgan Stanley Co Incorporated Morgan Stanley

subsidiay Thc.primaiybusiness of MSSB will btretall.brokeiid..privateweafth

managenient Although MSSB through the MS Channel as defIned in the paragraph
above will engageina limited amount of Section 13ciigible pr1ncpai.trading such

tLai aniCitru -.006hm
A73028$t3
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fradng is exped .brnostiy6fbr thepróffaci1itattsaudisexpeeed
to represent retatwely small

portion
of its overalt aeti ities The institimonal bustnesses

of MS and CQMt ugh as underwriting advising on mergers and acquisitions and

insttutionalandprcipnetary trading and underwriting will remain in MS and CQMI and

are nOt being contributedtaMSSB

It is the intention of Citigroup and Morgan Stanley that following the closing of

the tmnsaction the Contributed Busmneses currently conducted by CCIMI and MS in The

United States will be conducted by MSSB in substantially the same fashion with certain

limited ittodifieaiions The osingOf theiransacti isepeeted to ocersofMay3I
2009 the Closina Xate and June 2009 the

target first diy of MSSB operations

LflQn MSSWs business will be eapied out by ipproxiniate1y 20000
financial advisors in the Lnited States wixise registrations wilt tlransferred to MSSB

n..dtOtbC siz atid co .edlyof the cnbned.entityMSSB
intends to make aS fw Lhanges as pssible to legacy organiiational operational atid

supervisory structures as they currently exist in CGMI and MS Most significantly for

cortain period of time the U.S .eustmers.of the SB Channel will continueio have their

trasactibnscleate.ththugh and have .theireustomer acints cu5tdied and tiriàd by
CGMI and customersof the MS Channi will continue to bavethew transactions

cleared through and have their CustOmer accounts custodied and carried by MS As part

of this clerg function the eMeesto be.prOid4by MS.and COMI will include

clearing and selUing secunfte trSpsaotions providing trade confirmations and customer

statements and performing certain eashientig functions custody servees and related

services number of fmnctions including regulatory contphauee and supervisory areas

will be coordinated and aiined and others will be centralized pursuant to umbrella

programs and policies that will overlay the legacy programs and pohees of the two
Channels Over time and following the parties applicable Relief Pqriods it is expected

thatthe two Channels wfll.beintegrated into one operation and that tdthnÆtely MSSB
will become fully setfçlearing aidc .Y.and .ca itsown customer accowits

Ac the close of the transactipn through various subsidiaries Morgan Stanley ill

own 51% of Iloldings and Citionpwlltowæ.49%ofloidings .the
Contributed Businesses will include certain additioml no4J affiliates cit Morgan

The SChannel employs afull time tixed income trmlitig business cotluctively

theLj This Desk maintains peoprietaiy inventory farflentiradà facilitation and

for prpnetact ding purposea

4.eIT .niaib tMQn5nmhan42M3
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Stadhy.an4.Gjtjgroup lt of WhOsbbldigsiiSECcgjstd securities will need to be

tak into account fr thOaltrirgandrepoiiingpurpo

Holdings will benianaged by boatd fdrectors..eonsIting of Ibtir Morgan
Stanley designees two Ciugroup designees and the sernor-most

operating executive of

Holdings subject to certinn requirements Board decisions will be made or delegnted to

Hoklrngs management by inajonty voter provided that each of Morgan Stanley and

.Cit%roup will .have..veto.riglns with

Morgai Stanley will be provided with certam call rights xercisable following
the third lburth and fifth anniversaries of the t.Josiag or upon ahang in eootil of

Citigmup wlucli ultimately maygive Morgan StanieVThfl control of Holdings Citigmup
will be provided certani put rights exercisable upon change ut control of Morgan
Stanley or under certain circumstances following the sixth

anniversary of the closing
Both Morgan Stanley and Cittgroup will be subject to certain restrictions on transtbts of
interests in Holdings and on

operating acqwnng or holding entities that engage in certain

restricted businesses Each wlIhaveeustoniary registnifionrigbts from the earUer of an
IPO and the sixth anniversary of closing

Prior to and following the closing MSSB will work toiætegrate the information

technology ifsysiemi for both Chaunel Due to the massive scale of the JoHn
venture hoWeVer creatingan integrated IT smromthe C...andMS legacy IT

systems will require extensive changes tomWttpi systems cOvering range of busrne
uses and multiple client communication and for sme tinto there will be both product
data

ilL Maitaiiemeat and Stntcu1.e oEMSSB

Managqt3
Mof Legal bay One the MS$13.executhe.managem.entteam tobe

in place Most members of the MSS1 executive management team will be employed full

tune by and will provide all of then professiozi services to MSS3 However in sonic

instances certain mcmber of the team will ha additional responsibilities at their

respectre legacy employers at least through the transition period James tiorman the

Chairman adCEOofMSSj3 illcontinu cob eutiveofMOrZäfl

Likewise certain other meinhers of MS13 management will retain

responsbjlites at Morgan Stanley in administrative functions
including operations IT

human resources and legal However it is not currently anticipated thaL any of these

people will be involved in directing effectm or recommending transactions in securities

or voting secutflies on behalf oFMSSB or Its customers There will he other MSSI3
people who may have ongoing responsib ii itiesat Morgan Stanjy and/or who will be

C4Cfltial.Tct4y MS$I3Ma S%dClti5molnbrnn rn3o
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invoEved in directing hç voting.aad investment of securities at MSSB HOwverin.Iight
of the protections to be implemented See Jifounation Burners below MSB and

Morgan .$tanieywiil not shareinformation abont their respective ensoneratrading or

their proprietmy trading except as necessary to indicate the existence of mventoiy or to

facilitate an MSSB trade in addition in order to satisfy various Financial Jnduslzy

kegulatoiy MThorityreqiwements regarding review of research thstnbuted and

inaiteting materials created by MSSB there may be limited ntnuber of em$oyees of
the

Citigroup and Moigan Stanley aflihated btoker-daters who will be duÆyegistercd
with MSSB for certain period Despite th overlappIng responsibilities of these

rndMduals during the parties phcable Relief Penods based on the separate nature

of the two Channeis the iw Channels independent processes for making voting and

investment deesons as described tbrther below and incertain protections that

Morgan Stanley and Citigroup will implement as described flurther blow voting and

inVestment decisions in the twi Chami will be Æonsistent with theproposal 11

monitoring andteporti ng iugthe parties ipplicable Relief Periods

13 bit ation iffo Dazt1T rageinent and Other

As diseussedfunher here1n the integration of the IT systems isa veye4enswe
and difficult undertaking that will take months to complete Likewise integratun

the

tvo Channels employees theulutues and other systems will be challenging tbystcal

space will be iin atedafterLgal Day One only as leases eire.a the buSiues

rationale favors combining facilities Systems other than the IT systems will be

integrated only as necessaiy to appropriately account for MSSBs operations Excentive

management of MSSI3 will share space in Westchester County New York as of Legal

Day One lowever gei1erally employees will continue to work in the offiee in which

they currently work and en the sysLems on which they curicutly work The integration

process will be gradual and will take 12-24 months to completc With few eceptuons
until the ud of the Relief Penodslbr both parties the two Channels wilt continue to

operatindependAntl

Yitiag and investrnnt DecLrns furMSS Dnrin iheR liefPer four

jni4jvjJpitjon

Within the MS Channels the methodolcigy for voting and investment decisions is

as Ibltows

For amer accounts Over which the MS Channel has dreiionary
authority MS Channel representatives make independent investment

decisions for customer accounts over which they have been granted

duretonaty authority by the customer These decisions are made

independently by the
representatives themselves and are not ceordutated

amon the trtâtives MSC1iaænótrepresentailves.do notmake

Cnfntid Ttcatmn quud by Mssa Mamu Stetley ndCitutup- 109

A/7315250A
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voting decisions with respect to dscrotionary customer acounts

Rather the MS Channel transfers discretionary ettng authority to third

party proxy idvisoiy firms RNkMetncs wluch vote the securities

bed cm their awn otinit teeon MS
Channel voting comnuttee may override the proxy advsozy firm voting

recanmiendation or make the voting decision when the proxy advisory

firm.b.na.reqnunendtjen4 This satfl process applies to flii

discretionary customer accounts where the customer requests that the MS
Channei as .client.service matter vote prcxieson behalf of the

customer

For channel thirdpmy mwagedaccozmiprograms The MS
Channel is not granted discretionary authority over third-party managed
accounts w4thp to nt decisions or voting RathØt
MS Channel customers grant voting and insestment discretion to the

third-party manager otheacecunt Aecordmgly the
third-party manager

makes votingand nvstrti.ntdecisións for the customersin these

managed accounts

Within the SB Channel the methodology fcmrvcmting.and estinent dOcisions issimilar

For c4stomer ace tflt$.owr whicUh SBGInnelhdiretionary

aoi-iy Th SB .Channdl.haa personnel who develop seitór àlkcat ioi

targets which are then shared with mdtvidual financial advison orate

incorporated mtiuvestnent advisory accounts Por most ducretionaiy

1Jfltheflnane1al.a4visenakcinvestment4jausiiie4bytho
recommendations ofCitigroup research Fr investment advisory

programs which include asset allocation features tIi fktancial advisors

assist ciient in choosing an asset allocation ino4et which is comprised at

mutual fiinds.exchange-traded fuflds s.arseparately managed
accounts managed by third party manager In some cases the

tinanelal advisors may choose such mutual ftmdsE.T or separat
managedaecounts The.SBChannel generally makes votingikcisiins

for cuStemirsaccordingto.tbereeominendations ofiliird-pariypmxy

advisory Ilrme.g RiskMàtns In relatively malI number of cases

wherech tirn s.ha cnflktsor otherwise are unabko.provide
reeoiiunendations voting .skts aemadoia eo of

efrtpldeesöf the Sf3 Channel

SnilhiIarney third-p manqgoccowrtpogruThe sg
Channel dekgates the discretionay authority that it is.grartted by the

LIP Cnfia1em4 Màgan Stanley ndCiiiguup OOiö
bghrn .m
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tOmers.to.thfrpyiagrs who mak voting aii4 iivemit
declsions lbr ustomersin

As is evtdein the two Channels have their own separate processes for rnakmg

voting and investment ctecisión and where their.ownreprtantatareacttally

exesngdiscrionary authitv these decisiOns ae based independent factors

These processes will generally stay in place through the parties applicable Rhet Periods

and combined with the other fiict set forth in this ktter mIni ize concerns regarding

the sha ug of information and coordinated investment and ftng.djons While

employees of each Channel at the senior levels may interact from tune to time

nvest.ai4 slid would be cohisleve1

tnjuion Ban

Commencing at Legal Day One MSSB Morgan Stanley and Citigroup will

maintain information barriers to protet their respective customers tradmg rnformation

Morgan Stanley and Citg 411 not shre in1brtntion abO their cust ner ttading

with MSSB nor ill the share with MSSB information about their proprietaty trading

except as necessary to inthcateihe existence of inventory or to facilitate an MSSI3

trade MSS8 will not ihare inlbmmation with Morgan Stanley or Citigroup about it

trading except as ey ade through MSorCOMI of5liStaflley

and Utigroup wilt not share mibrination about their pending lmestment banking or

mergers and acqtusitio transscnon with MSSB except to the extent MSSl3is

participating with one or both nts in diatobtiticin of secwities or as necessaty to

enforce statutory ttadug restrictions suciras the LI tender offer rates Although

MSSI3 will not maintain formal inforniatirin barriers between the Channel an4 the SB

Channel we note that during the parties applicable Relief Periods registered

representatives in the SB Channel wilt not have computer systentsaccnssto.eustomer

positions and trading information in the MS Channel and registered representatIves in

the MS Channel will not have computer systems access to ciistonier positions
and trading

information in the SIi1 Chapuel During the parties applicable lelieflerkids customer

trades in the MS Channel will doareThroughand custodiadtMSn4.ustomer

trades in the SB Channel will be cleared through and custodied at COMI Ass reutt

Morgan Stanley and Citigroup believe that is unlikely that registered representatwes

and customers in th two separate Channels wdt have any practical ability tocootdiniite

trading ti sceurilies

ln.addiriàn to the all baniecsd ibedabove foravarity of legal and

compliance reasons Citigroup will implement information bamers between it and MSSB
cit Legal Day One designed to permit the positions and activities MSSB and Citigroup

not to be attributed to one another for the purposes of Sections 13 and 16 and Rule 14e-5

in accordance with the Disaggregation Guidance However even though Citigroup will

have these infbrinatia barriers in place.gn Legal Day One because.Cit group 111 not

LP isEi
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have completed its IT integtttion fibrt it will t.be.in. itktOfl1ebeiflIal.

rshp and sänilar rports on Lgi Day One fiit disaggegateMSSB

IV Tcmoaronosa1.forLai iayOnc for Moi otlnEand

ftpld1flftS1ftStC4$teJd SeCUdtIeS Under Sections13Oi and oii

Foni SB nd Intetions for Seh Monitorrn and Reportini TFpr the Poit

.A

Dwing the apphcable ReIiePciod the MDran Stwey Parties and the

Citigrtxp Parties as pheable yfl mi eurtcn1pos1flon inbintotmg

and ghdinfbenefioiownershipaad ofs riti1erwhb they have

rnvestment discretion policies procedures and practices Iach of the Morgan Stanley

Parties and the Cthgnup Parties will aggregate thesecunties managed and/or

beneficially owned by the portion of MSSB that waseontributedby such party That is
the Morgan Stanley Parties will rnclide in their monitormg and reporting the MS
Channel and The Cingroup Parties will rnlude in their monitorug and reporting the 513

ChanneL TheMS Channcl..is.eurrenly ftI and reported on qgregated basis

th.MS and the .5t3 Charnel.is wieil onitoredAndreportednangregated basis

with Citigroup There are dedicated weup fraeh parein charged with monnornig and

reportug positions and these groups wtfl contnwe to do such monitoring and rportni
for each parentsrespect1e Channel during such pa11ys applicable Relief Perto

During the parties applicable Relief Pettods MSSR will not report separatàly any

securities iallyowiied

hi th evera that either the Morgan Stanley Parties or the Crngroup Parties are

required to file any reports dudng their applicable Relief Period on Schedide 13D or

Shedule 30 under Section 16 the relevant Parties will iidd footnote disclosure

disclosing their relationhip with MSSB In addition during their applicable Relief

PeriOdnce either theMe StanLy.Partlesor the Citigroup Paitis dtermine that

reportable threshold has been exceeded bysuch partieand their respective Chaxinól such

parties
will include ut such feolnote disetosure the portion of the holduiga that is

attributabie.to MSSBI By WqOfXarnpif the Ct up Pls.weretofilea

7We..notethatwbiiethis mntbrmatlon can bºdetcrrnine manually.by.each party
with

respect to an uidivrdual security for which reporting threshold has been exceeded and

tiling is.beirig rnade neither py currently has the.abilhy to..mottitor on an onOing and

Ftxnote Continued pu iext Page

UP 4$ Mog pJy md
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Schedule 13G to .x ..the.benefieial ownershipof security which On an aggregated

basis with the SB Channel exceeds reportable threshold they would include footnote

disUosure mdicattng that Cittgrciup owns 49% of MSSB and that the poiton of the

Security benialiogedby MSSS ic the isaners outstanding securities

WlU1ptQ FóiWn Sil flthe milarly eThatcaeh

Morgan Stanley PartIes and the itigroup Parttes will continue their respective reporting

with respet tiIiThyhao invóst ontd rutib or læ%4ilchTha

have reportable short position or have engaged in reportable short sale and

accordmgly will aggregate with and include in their reports the securitLes and

transactions in their respective Channel The
parties

will include legends ut such reports

onsistentWiththosedescrihed t.PattILB above

l3 MjefPeth

Given th 4iffint II systeatand peiive levels of ownership inMSSB
Morgan Stanley and Citigroup have diftdrent timetables for resolving their respective IT

challenges in order to be th pothortu aggregae with MSSB and eventually

disaggregate MSS13 in ttccrdanee withtheDisaggregation Owdauce Morgan Stanley

may be able to completely aggregate its position monitoring and reporting systetu with

MSSB on Legal Day One but in any eventexpects to be able to do so no later than

Septc 30 %009 anE will diaggregate MSSB in accordance with the Disaggregation

inidanee at some pOitit to be deterin med after that date Citigroup expects to be ableto

completely aggregate and dtsaggreate in accordance with the Disaggregation Guidance
its position.morntormgand reportatgsystein from MSSI3 by September 302O09

Footnote contin from Pti vkius Page

daily basis the sceurities heldiiy the portion of MSSB contributed by th other party in

order to detemune whether repotmg Threshold has been reached on an aggregated

basis See 1TCIIdItho iti.PattVbelow

Theprtles recognize that FQURSHwas adopted pursuant to ateinporary rule setto

expire on August 2009 and expect to follow similar approach with respect to any

sticcsjor rule and/or fonu

With
respect to this.antleipatdtiming Morgai Staliley j5 cwrentiyreceh4ng adaily test

feed from itigroup which reports positions in securities within th SB Channel Morgan

Stanieyislethepsoiadapthigita ltsysteæisto.readthis feed and toaggregatethØ

Footnote Continued N.Page

MSSBMomSaen4igoup-Qe13
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Acchrditly Cha pajjies request that the Staff grituentporaryreliefto llOw each of the

Morgan Stanley Parties the Citigroup Parties and MSSI3 to report posttons on the basis

dcsqnbe4 abqve in Propo$al fur Tenporay IJdurwg the appttcahk Relief Period

EitliexMórgi Stanly tCitiroUp iiab lii ththate bgin dn basis

which no longer requires relief earlier than the other party in thta case Ike party that is

able to begin reporting without relief earlier wilt infnn the StafF in wnttng aceordrngy

Similariy when eitberparty begins saggreg tngM$Sffb.acCordflce with the

Disaggregatten Guidance which may be before or after the other party it ill inform the

Siaffin writing accer4ingy

Intentions for the Pou-Relief Periods

Following the integration of the MSS3 data into the Morgan Stanley and

Citigroup IT systems the parties wit have the ability to comply with Sections 13 and ItS

and Jth1e 1Oa3T and to monitor an4 report their respective ownership positions

mdepenlentty The parties expect this i1t ocur no later than September 2b09 Each

party would repoftP4eribed inPatti.C Æbdve under Poftôwitrg the Rdieferioth

As of Stember 30 2UO9 citigroup .to4isa ggregateMSBiti

acordane with theDisaggrega onCuLdauce for piwpose$Of menItoting and reporting

interests At future date to be determined Morgan Stanley expects odsagregate
in cordance withTheDisaggregation dth purese.ófntonitori.ug and

teporung tnterets These slnletures will ensure that M1SB is operating as separate

entity from an investment perspetive and is making independent rnvesIment voting

disposition and othr.ownership decisions At the thnthee informatiön barriets

policies and procedures are fully 1niilemented the tT apsh1lity wilt exist such that

accurate W.yorng.ai4qiqrti bedone forM SWown piona

.onaeTReciuestedRelief

Poötnôte continued from Previous Page

psitioitiiifoætation withits own psitioninforinâtibn andthat.of the MS Channel

Cthgroup is similarly receiving test feed from Morgan Stanley which willenabie it to

report pgroons in securities within the MS ChanneL The miementation fthce feeds

iaInprgress mt tedby theend of the pgppflabkRlkf1eriods
atwhich time the positinsw4hhi thetwo Channet of MSSI3 wilt itlso be ableiobe

eombiedfrontn ff_

TttdyMSSEI YCI1rUP 0014

J735Q3
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We belIe the following arguments support the request for relif

Burness Focused on Agency Rather Thom Principal Trading

Ratse.C.itigroup.inot oatributing.a.prmucipat tradhg.business to MSSB and

Morgan Stanley contributrng just small principal trading busmcs the prlniaiy
business of MSSB wilt be retail brokerage and prrvate wealth management and the

majority of
positions are in customer accounts the majority of which are non

discretionary Although MSSB will engage in limited amount of principal trading

epected to be for the purpose of facnhtatmgcustoiners such trading expected to

represent relatively small portion of itoverafl athvities As result Morgan Stanley

and Citigroup pct that on its own3 MSSB will rarely il ever teach reportable

thresholds of se curitids æhip.at the atlystages if the bi
ifthe requested rehef is granted each of Morgan Stanley and Citigrotip will

continue to aggregate and include securities managed and/or beneficially owned by its

respective Channel withsecuritie itl nanage Æidkir
beneficially owns Accdingly

even though the proposed structure may in part be Inconsistent with the strict

requirements ofection 13 and.eetiou t6 the proposal satitiesthe
meg Watery rationale

behind these requirements The proposal will temporarily fWfIII the
regulatory otjectives

for accurate information in the marketplace to the extent applicable thresholds may he

exceeded

.13 FurthersPublic POtvet
Absent the requested relnef itis possible that the transaction wilt notbe able to

close until the IT systems are developed to permit aggregation and as applicable

disaggregation of
informationrequired to lGattL However the importance of the

swift and successful completion of thójoint venture.in the eurinitinarket environment

cannot be underestimated We believe that the monItorng and reporting challenges faced

by the proposed joint venture are unique and possnbI unprecedented We also believe

that gIveitlhe reasonable altethativereporting .iinthistó the

balance of public interest weighs in favor of
granting the Umited and temporary requested

wjhoit whioh.theciosing..of the apacen would have to be detayed

CoiuiyMsi3 ugSian1e
A/7O2$28Oi3
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iirsun.anthai.erisiscreatcs.a..spccia1 need or urgencw loset1e

joint venture transaction The fransaettn will pro\ttdc certainty at time when investor

confusion. is rlf and .idence is lOw Customers of the two firms otiMbo provided

assurance ol the future structure of their securities firm when many are struggling with

fundamental questionsolvhom they an trust with their finances and turn for adyice

Seeond the joint venture structtirepropoed by Citigroup and Morgan Stanley is

unusnal Most tcansacttqns involving changes of ownership of broker dealer are simple

acquisltions not reqinrng il neigw Qf two retail operatzQns with ongoing artangtments
wtthto yThRiS ThtiCO1g GiflattangØftients

with.tbe ac.fts óisediai
complications in co npyhi with Sections 13 and 16 and Rule la3T and others flr

which we aie seeking sqaratc relief Moreover the harmg of legacy firm ownership

data that is reqmred tperform this aggregation raises ignrficant ongoing business

concerns for the legacy 1nns businesses that are not contnbuted to MSSI3 particularly

for Citigroup which does not have management couttol over M3B Nut only do these

umque morutoring and reporting chatlenge not arise in most transactions as discussed

further in the next paragraph they also are more challenging in this transaction than the

issues more iinnlyraised

Tbird.thescal.ofthejgintventur isinusually làrg touchinmore than 10

nillionstorneracenunts and eat ngteehnotogicheigesof nim sdpe FOr

M8SB Morgan Stanley and Cnigroup to respond to the reu1tmg disclosure chaflenges

they must make extensive changes to niuutipte stemsovering range ofniomtoring

and business uses Giveib scale
teinporaly manna .fiesic address these probkms

are not praoti ble and would not.resultin aceura infonnatioti being Oonsistenliy

provided in timelymanner to th public The scope these systems changes is perhaps

uriprecedentedfo combination of retaiI.operations

.Fonrth .de iteth gaificarit challenges preed by the scope of these stem

change MSSB Morgan Stanley and Citigroup are committed to implementing the

changes in tiniely and coniprehen5we manner Therefore the requested rehetis to last

only for the relatively hort ititerii period until such implementation is complete so that

the benefit Of uty by ing tWa

Se.SEC.NtcIion Leti 1kr Majesty Government

Reporuig dated December 10 2O08 which was granted in part Lsed on the United

KIngdoms governments.xespcmseto the internathinal financial crhiis.

aTàthØntRcqicnbyMSSB dCitgrou OO1A213
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tnctJonas soon aspossible The requested relief will allow theparties toclosethe

transaetton more qwckly and is appropriate and in the pubJc mteret gwen the current

fifl2lfl1m rkettunnoiL

tnviowoftheunua1ucture ofthe joint itue transactio the seal of the

joint ventsre the massive resulting ys ems changes ihe urgentneed teprovide certainty

to ustomers and the turmoil in the finauciel markets heheve that it should be

osjfjStaff topovideref fru.tlths tUatiOn ithoutcreating aptecedent that

may be used by others shere the exigent ewuumstanees present here do not exist

Moreovr we bebevi that the provision of relief in this Circumstance wifl benefit

investors.and the public and will not the

mandate

oori alion egu1iy Regbnes

EcbOfMorgai 3J and .Citigtoup i5ü e.diselosute of interestreginies

globally with eah hani its own requirements a$standards for global monitonng md
reporting Acordigly monitoring and repgrting on globat level will require an IT

system thatwill ffectively on global bass dithpIi tenting .thissystern will

taktime

II IT Cha ilenges

practical standpoint it may be difficult for Morgan Stanley and Citigroup

to resolve the IT integrattoii ithallenges prior to cit immediately after closing the

transaction such that they and V1SSB may effectively inonitoi and report in any way on

Legal Day One other than what is proposed As noted above there wiil be stgnlant
work involved in integratingthe MSSI3 data into two aiues IT systems and in the

meantinte theft will be substantial product data and system dissonance Thai said the

two tlrms are makiug diligurt etTorts and have proJict teanis in place to achieve sufficient

IT integration as soon as practicable to be able to comply with dtseEosureretlations and

maintain the confidentiality of sensitive ownershipdata withont needmg.to implement

onerow manual solutions lo date each of MS and Citigrouip base exchanged data fecd
of their reporting positions that will be contributed to MSSI3 on Legal Day One and the

parties are working with these feed as descibedinNbte abbve Hovrthe.patties

expect the Integration issues for the IT systems that are relevant to position reportmg to

bereolved gradually over few month with agoal of complete integration by

September30 2009 Laeh of the two firms has project plan with clearly defined IT

milestones and goals and which sets $ut thesteps that have been taktn and th steps that

Th the eiaent that the IT systems are not integrated as neccasary te

compliance by Legal OsyQue manuslworkaro dswould betbe only possible

nTnenttfly MMMdCiU.OOi
M2SOi3
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reporting solution absent tfl6f .Hdwever the.thecedented.cak SSB.brekerage

operations maLes such manual workarounds mpraeticai and any fbrni4finanuai

workaround in tw very large organizatans raises igmfioant coneents regarding the

reliability of deta and the resulting conctusions and reporting In additon preparing and

implementing These manual workarounds would require significant IT wGrk and would

ultimately distract and dehy the firmrespeetwe IT groups as well as their compliance

personnel from thejr primary goal of IT integration and strict compliance with the rules

in the near term

The fel1wing.are son eofilwlT ste hatniust be resQkedbefo.e the

successful integration of the MSSJ3 data into the Morgan Stanh and Cittgronp IT

systen formothtiul.ng ath disclosures porposes

Securities data identificatin issues lor inaity securities there isno

commOn ititern natseeurity idendtler Thblspartluuiarly The cas4 for

structured products and derivatives where the linkage between the

derivative and an underlying listed security may need to be manually

established to ensure that firms aggregate position data iccurate

Morgan Stanleyand Citigmup use dttlereat methods of identiling these

securities in their respective databases As resutt there will be

discrepancies if the position data is integrated prematurely To resolve

issue latiOn ..1c eltflnflatethe

discrepancies betbre the Contributed Bustnsses position data may be

combined The process of
creating sueb table and mipprng die relevant

data. frein CLttgroups systetnsto MotganStanhys and vice rersa will

hetintecitifswn gd difficult

Morgan Stanley and Citigreup use different

data nlOdeisiand.uMffia1cly.capture..thei1 posItion data differetitly

Morgan Stanley and Cthgroup are working together to find common
data model in order to process

the positions together Each IT system

collects differentinfotmaticn.about customer accounts and even where

they collect the same information they may do so differently

complicating efforts to determine which data should be included in

reprtand bowitshould be ca aed..particularlyfir purposes.of

poiulathgScbedules 13D10 t3FEbrm SN

Listies rTrnsf.iu..teData Duetothe.sensitivitrofthe.data

Morgan Stanley and Citigroup muss agree on secure way to ttansfer and

vrarehouse erossfirni information to ensure that confidential inibrination

not disclosed Although Morgan Stanley and Citigroup have thftrcat

tools avai1abIe.todtbisThey must agree .upo.standards1obe

mpIemented on both sides.in order to begin .aittom ated trausmissiOnsin

4Z....Ttt41y
AI3ini2O13
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secure tharnier This effort can takótüne.ifme ôf.the parties needs to

acquire and ins if newto1s inorder fuppotThrequirments

As paiesp4 thesevariouslT integration issues to be resolved

gradually over kw months with goat of compt tegration.by September 3k 2009

7poyjj
Finally aædostotab1ythepropsal fOr Legal Day One isonlya kmporary

so/ut/on ptoposed in the interest of prcwMuig market Imaspareney under difficuft

errçumstances It is uot permanent arid is merely rneanuu bridge the teportui gap until

the
rncegrttt1en issues for the IT systerils that are relevant to posftin rportrng are

resolved With respect toth Morgan Stanley Parties tins may be by Legal Day On but

could extend until September 3G 2009 and with repect to the Citigroup Patties and

M3S131 this is epeded to be by September 30 2009 Each of the Morgan Stanley

Parties the Citigroup Parties and MSSB will momtor and
report in compliance with the

rules as written as soon as such party has the independent capability to do so or shortly

thereafter As noted above either Morgan Stanley or Citrgroup may be in position to

begm reporting on bas which does not require relief tarlier than the other and earlier

than MSSB in this ease the party that is able to begin reporting without relief earlier will

inform the Staff in writing aeordingly In addltiQn when MSSB begins reporting on

s..atritbass it will àlshiform t.Sritiliiwritinacordkgiy

Vt CenIusion

In conciusion MSSB the Morgan Stanley Parttesand the Citigroup Parties

request that tbeStaff of tl.thifCq atiot Finailee and the Di VisiOn of

fiwesiment Management confirm that they would not reeommend to the Commission that

it take enforcement action against MSSB the Morgan Stanley Parties or the Citigroup

Parties under Section 13 and Section 16 and Rule 10a3T ifthey temporarily report

pitions on the bas described above

VIL Confidedial TreuentRequest

As of the date

infortrtatiori contained hcreu including their expectations regarding the closmg date of

the transaction Piblic availability of this information could have adverse conseqIences
for pie or irnple1an unexpected dClay inthe closing cOuld he intcipreted.by

market partkipants as an tnrheation that there are material difficulties with the joint

venture when none in fact exist Accordingly notice of this letter is also being sent to

the Office of Freedom of Information and Privacy Act Operations of the Commission
and we respectfully request that.the Conunissiort accord eonfideiniatfreatment to this

any written responsO froth eISt lereto pursuant to .17 CFR2k0.81

c... ntiçquu4 br.M5DMnndoiiOQI9
3O2S25O1
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until the earlier of thbClosingNte and ii the date th.b 120 days from.the.date of
the Staffs repqnsetothis letter

Please contact Laurie Cerveny ofl3ingham McCutchen LLP at 617 9S14527
MischaTravers ofDavis.Poik Lwell.at..650 752-2014 ortlSdersigStFatthól

above phoncnumber to discuss any questions ot coniniears to this lest

Sincerel yoUrs

Jim
I4UtZSàIIU3

cc MiebelleAichakoffMorgan
Anne Cooney Morgap Stanley

fto Anne Richter Màrgan Stanley

Dennine l3üllatdM Organ Stanley

Joyce Kramer Morgan Stanley

Michelle Wdke Morgan SSley
Neat SutlivartBingham C.tnchen LLP
ttyKtoIl Bin mMocutbhea LLP
Nardy fltllcotr llmghani McCutcheo LLP
.LariiCereny Bipghazn MctuShen LLP
Karyn Polik Citigroip Inc
All Kie han Cittgrgup frj

Lanny Schwartz Davis Polk Wardwell
Mischa TraversDavis Polk Wardwell

Coal deneat Twiunentkequeswd by MSSE1 Meqpzn Stanley and
Ctttgrntqt OGZO
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